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The Mexican government has proposed creating a price-stabilization fund of 1.44 billion pesos (US
$157 million) to help Mexican coffee growers, who have fallen on hard times because of a plunge in
world coffee prices in recent years. The price decline is tied to a sharp increase in global production,
which has outstripped demand by about 20%.
The US Department of Agriculture says global coffee production during the current year is forecast
at 177.7 million 27-kg bags, 10 million bags above the projected consumption level. The strong
disparity between supply and demand has caused global coffee prices to decline to about US$0.46
per 0.45 kg in mid-December, compared with US$0.84 per 0.45 kg in September 1999 and US$1.44
per 0.45 kg in January 1997.
Roberto Gieseman, executive director of the Comision Mexicana del Cafe (CMC), said the plunge
in coffee prices has caused Mexican coffee producers to lose about US$300 million this year. He
said the proposed fund, which is still subject to approval of the 2002 federal budget, is intended to
help Mexican producers bridge the gap between the production cost of US$0.70 per 0.45 kg and the
average estimated price for this year of US$0.50 per 0.45 kg. Any producer who grows at least 20
quintals (46 kg) per hectare would be eligible for the fund. Participants would receive US$20 per
quintal as long as global coffee prices remained below US$70 per quintal.
The weak global demand has also greatly reduced the export volume by all major exporters. Mexico,
the world's fifth-largest producer, exported only 117,980 bags of coffee beans in November of this
year, slightly more than one-third the volume shipped in the same month in 2000, the CMC said in
a preliminary estimate. Most exporting nations, in an attempt to reduce global oversupplies, have
pledged to cut inventories and production.
Mexico, through the Programa de Retiro de Cafe de Calidades Inferiores, is planning to turn 630,000
kg of low-quality coffee beans into fertilizer, livestock feed, and other industrial products (see
SourceMex, 2001-10-13). A large share of this coffee has been stored at warehouses in Chiapas,
Veracruz, Oaxaca, and Puebla states. This effort is expected to cut Mexico's total output by 5%, said
the Secretaria de Agricultura, Ganaderia, Desarrollo Rural, Pesca y Alimentacion (SAGARPA).
[Note: Peso-dollar conversions in this article are based on the Interbank rate in effect on Dec. 19,
reported at 9.12 pesos per US$1.00] (Sources: Reuters, 12/11/01, La Jornada, 12/12/01; El Universal,
12/04/01, 12/12/01, 12/14/01; Novedades, 12/14/01, 12/18/01)
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